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Date Submitted: October 24, 2019 

Proceeding name: BCUC Municipal Energy Utilities Inquiry 

Are you currently registered as an intervener or interested party: No 

Name (first and last): Ramona Faust 

City: Nelson 

Province: British Columbia 

Email: rfaust@rdck.bc.ca 

Phone number:  

Comment: 
I, and my electorate, are serviced by a municipally owned utility (Nelson Hydro). My views and concerns are in the 
attached letter. 
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October 24, 2019 
 
BCUC 
900 Howe Street, 
Vancouver, BC 
V6Z 2S9 
 
To Whom It May Concern: 
 
RE: Regulation of Municipal Energy Utilities 
 
As the Regional District Director for Central Kootenay Area E a rural electoral area director whose constituents are 
served by a municipally owned utility, I have the following comments: 
 

1. I believe municipally owned energy utilities are key to the future of development in remote areas and areas 
with infirm power. A distributed grid allows flexibility and insulation from the fallibilities of a monopolized 
grid that when suffers disasters can affect thousands. This will be important as the province further 
electrifies transportation and heating. Municipal and neighborhood grids can add value to their community 
transportation and business sectors by offering taxation and fee supported renewables. Dividends 
generated by utilities may strengthen other community projects. 

 
Flexibility in looking forward to protection from climate events and climate adaptation is important when 
considering the capacity to serve the public afforded to municipally owned utilities. Utilities based on 
geothermal, renewable gas, biomass all add value to the self-sufficiency of the province and prevent the 
need for costly mega projects. Also important is that all public and municipal utilities welcome citizen’s 
initiatives to generate power and tie excess to the grid at a respectful wholesale price to the benefit of all. 

 
2. Municipal Utilities and Accounting: Municipally owned utilities require a regulated accounting structure 

that is not subject to the Community Charter, which allows municipalities the luxury of having an integrated 
budget that can move deficits and excess from one budget activity, project or department to another within 
a year. Citizens complain that they cannot track municipal utility budgets adequately and suspect that 
unused allocations in one budget item are moved to cover shortfalls in another and then it is difficult to 
track spending, maintenance and the disposition of surplus. Power purchased from other utilities and the 
revenue from sale of power and licenses need to be tracked as revenue consistently across all budgets and 
financial reporting. Surpluses need to show either as reserves, capital reserves or within the next year’s 
operations or as a dividend.   
• Utility customers within the city limits often do not know when the municipality provides utility financial 

planning information as there is no specific requirement for public notification as there is with rural 
customers.  

• Grant funds allocated from municipally owned utilities should be an open call to all customers such as 
with Fortis and BC Hydro. 

• Regulated Audit of Municipal Utilities should be separate from the audit of the Municipal capital and 
operations financial plan, presented to, and available to the public. 
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3. Arm’s Length Management: While a municipality or local government may own a utility, it does not mean 
that its customers should be subject to raising costs to meet the needs of local government operations. 
Public and private utilities come under customer scrutiny when they are accused of dispersing revenues and 
profit beyond the scope of utility management and improvement while continuing to raise rates. Municipal 
utilities are there to provide a service at a reasonable cost. Management of the utility should be clearly 
distinct and able to set its own goals, capital needs and maintenance schedules to ensure service reliability 
and not under pressure to provide dividends for uses other than utility management and upgrades. If the 
system is modernized and maintenance up- to- date then the municipality is the natural benefactor of 
surpluses within reason. Rate increases are not an automatic activity if financial reserves are healthy. 
Municipal administration should have an arm’s- length role in management of a municipal utility. 

 
4. Postage Stamp Principle: The most significant issue for rural municipal utility customers is the constant 

threat to create a two-tiered rate for service between municipal customers and those that live outside 
municipal boundaries and the precedent it would set for the provision of utilities in the province. The 
“postage stamp “analogy is applied with good reason to the provision of residential electrical utilities across 
the province within the rate structure of each provider. This because it is taken for granted that the 
resources that utilities rely on belong to all citizens and because the economic development of the province 
and health of citizens is dependent on this concept of fairness and balance. Indeed power infrastructure 
may be located in surrounding rural areas but municipalities do not pay grant -in lieu of taxes like other 
utilities. The symbiotic relationship has value between municipal and rural customers. The Cost of Service 
Analysis used by municipal utilities is based on one year of financial data. How would any analysis of one 
year of operation represent the ebb and flow of major costs incurred inside the city as opposed to those 
outside municipal boundaries given the ability to move funds between categories indiscriminately? This is 
counter to responsible accounting practices. 
 

5. Future planning: Climate change adaptation and mitigation plans and timelines should be required of all 
municipal utilities and presented to customers. 

 
In Closing: 
 
Municipal Utilities are a benefit to citizens and the future of utility provision and should be encouraged, treated 
fairly and valued.  Regulating public notice, accounting, auditing, conflict of interest, governance, safety, lifespan 
asset management plans and reporting for transparency is needed. Either specific regulations or consideration as a 
public utility to accomplish these goals should consider scale and capacity however, rigor is required. 
 
Sincerely, 
 

 
 
Ramona Faust 
Director of Electoral Area E 
 




